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Pace Student
Vol. IX

No. 11

New York, October, 1924

The Collection and the Clearance of Checks
Bank and Clearing House Procedure
Article Based on Graduation Thesis by William Weber, Graduate of
Pace Institute, New York
The following article presents for our readers,
in a most interesting manner, the procedures
used by a large New York Bank and related insti
tutions, including the New York Clearing House
and the Federal Reserve Bank, in collecting
and clearing checks.
The author has not followed the exact book
keeping practice employed, but has presented, for
the purpose of better elucidation, a theoretical
treatment of the incidental bookkeeping matters.
—THE EDITOR.

HE purpose of this article is to discuss the
various steps through which a check usually
passes from the time it is deposited by the
payee until it reaches the hands of the drawer.
The payee lists on a deposit ticket all checks and
other items, such as currency, which are to be
deposited. Each check is endorsed, and the
deposit ticket and the checks and other items are
taken to the bank of deposit.
The deposit is received by the receiving teller
of the bank. If currency, bills, etc., are included
in the deposit, the receiving teller counts such
money and places it in a cash drawer. He sub
stitutes therefor a slip of paper showing the amount
of money received. He does not, however, com
pare the checks with the deposit ticket. This
comparison is made by the mail teller’s depart
ment, a representative of which calls at the re
ceiving teller’s cage, and receives all deposits taken
in.
When the deposit is received in the mail teller’s
department, the checks are compared with the
deposit ticket, and on the deposit ticket notation
is made of the,bank on which each check is drawn.
Wherever possible, numbers are used in designating
the banks. Clearing House banks are designated
by the numbers given them by the Clearing House
Association, and banks clearing through the
Federal Reserve Bank are designated by numbers
assigned by the Federal Reserve Bank.
The checks are divided by the bank into the
following groups: Clearing House items—those
drawn on banks which are members of the Clearing

T

House, or which clear through banks that are
members; Federal Reserve items—those drawn on
banks in the city which clear through the Federal
Reserve Bank; transit items—those drawn on outof-town banks; city collection items—those drawn
on banks in the city which do not clear through
the Clearing House or the Federal Reserve Bank;
and home debits—those drawn on the bank of
deposit. There may be other groups, such as
subdivisions of home debits into those drawn by
domestic depositors and those drawn by foreign
depositors.
Under the block system of proof, which finds
favor with banks, a certain number of deposit
tickets are treated as one lot or block. After the
deposit tickets and the checks comprising a block
have been compared, and after the checks for the
block have been sorted into groups as indicated in
the preceding paragraph, a proof is taken of the
block. This proof is taken by listing separately
the amounts of the deposit tickets and the amounts
of the checks and the cash slips. These listings are
made in duplicate by the use of carbon paper. A
summary of the check and cash-slip totals should
agree with the total of the amounts of the deposit
tickets. A record is then made on a department
proof-sheet of the block totals.
The transit items are sent with the duplicate
listing to the transit department; the city col
lection items are sent to the city collection de
partment; the deposit tickets and home debits are
sent to the bookkeeping department; and the
Clearing House and the Federal Reserve items are
kept in the mail teller’s department. The original
listings are kept for future reference.
The results of the sorting carried on in the mail
teller’s department, stated in journal entry form
and using illustrative amounts, are as follows:
CASH...........................................................
EXCHANGES (Clearing House Items)
FEDERAL RESERVE BANK (Fed
eral Reserve Items)..............................
TRANSIT DEPARTMENT................
CITY COLLECTION DEPART
MENT .....................................................

1,000.00
5,000.00
1,000.00
1,000.00

1,000.00
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BOOKKEEPING DEPARTMENT
(Home Debits).......................................
To BOOKKEEPING DEPART
MENT (deposit tickets)....
For distribution of charges and for total
amount of deposits received.

1,000.00
10,000.00

Clearing House Items
A clearing house association may be defined as
an association whose membership consists of a
number of banks in a certain locality, and whose
purpose is to facilitate the collection of checks and
other items drawn on the member banks. As in
the case of other business associations, it also seeks
to promote generally the interests of its members.
By providing a meeting place for the exchange of
checks drawn on member banks, it eliminates the
delay and inconvenience which would be incidental
to the presenting of such checks for payment at
the places of business of the various banks. For
example, when a depositor in the A Bank deposits
checks drawn on the X Bank, the Y Bank, and the
Z Bank, instead of the A Bank presenting the
checks at the banks on which they are drawn, it
sends them all to one place, known as a “clearing
house,” for collection. The process of collection
through the Clearing House is known as “clearing.”
The New York Clearing House Association, con
sisting of about-forty member banks, maintains a
building on Cedar Street, known as the New York
Clearing House, to which its members send, for
collection, items drawn on other members, and on
banks which clear through other members. In
return, the members receive checks drawn on
themselves, which have been presented for payment
by the other members.
As will be more fully explained, only the net
difference between the total amount of the items
brought to the Clearing House and the total amount
of the items received, is settled.
In the mail teller’s department, the Clearing
House items, which are checks drawn on banks
clearing through the Clearing House, are stamped
with a stamp, known as a bank stamp. This
stamp specifies that the presenting bank has re
ceived payment through the Clearing House on a
certain date, and that it guarantees the endorse
ments on the check.
After the checks have been stamped, they are
sorted into a rack, containing numbered com
partments. There is one compartment for each
Clearing House bank. Fines are imposed by the
Clearing House upon the bank for each error in
sorting. This fine is collected by the bank to
which the check is erroneously sent.
At the end of the day or more often, the checks
in each compartment are listed on an adding
machine. This listing is duplicated and the totals
of the listings are reconciled. A recaptitulation is
made of the totals, and this recapitulation is
proved against a summary of the block totals of
Clearing House checks, as shown by the mail
teller’s proof sheet already mentioned.

October
After the sorting and listing, the checks are
ready for the Clearing House. The checks are
removed from the rack and are enclosed in en
velopes. There is one envelope for each bank.
The total amount of the checks enclosed in the
envelope is marked on the outside of each envelope.
The amounts shown on the envelopes are then
listed on a form, prepared in duplicate, known as a
Settling Clerk’s Statement. This statement con
tains a printed list of the Clearing House banks,
arranged vertically in numerical sequence. It also
provides a debit column and a credit column.
The amounts of the envelopes sent to the Clearing
House are listed in the credit column.
Before ten o’clock the following day, the en
velopes listed on the Settling Clerk’s Statement
are taken to the Clearing House. Four represen
tatives of the bank accompany them. The ex
change of the checks at the Clearing House takes
place in a large room, in which there are rows of
desks, numbered as the member banks are num
bered. Each bank has its own desk, which its
representatives use during the process of clearing.
There are two clearings held at the Clearing
House—one at nine o’clock and the other at ten
o’clock. Both clearings are carried out in the same
manner, with the exception that no clearing proof
is taken at the nine o’clock clearings. The
clearing proof will be explained later. Some
banks clear at both hours, while others clear at
only the ten o’clock clearings. Those banks
clearing at nine o’clock insert in their envelopes for
the ten o’clock clearings a ticket showing the
amount cleared at nine o’clock. For the purpose
of simplicity, only the ten o’clock clearings will be
explained.
At ten o’clock, a gong is sounded by a Clearing
House official, as a signal for the exchange of the
checks to commence. Any bank whose checks
arrive after the sounding of the gong, is fined two
dollars, the penalty for lateness. Two representa
tives of each bank remain behind the bank’s
desk, while the other two pass around outside the
desks of the other banks with the envelopes con
taining the checks. One of these representatives
drops the proper envelope on each desk. The
other one presents the duplicate Settling Clerk’s
Statement, and the signature of a representative
of the receiving bank is placed opposite the bank’s
name. One of the bank’s representatives remain
ing behind the desk signs for the envelopes de
livered to him, while the other, known as the
settling clerk, lists the amounts in the debit column
of the settling clerk’s statement.
After listing the amounts shown by the envelopes
received, the settling clerk adds the debit column
of his statement. He then determines the balance
by subtracting the debit column from the credit
column, or vice versa. If a credit balance is
shown, he hands a credit ticket to a Clearing House
official. If a debit balance is shown, he hands in
a debit ticket. An excess of the credit column
over the debit column represents an amount due
to the bank, and an excess of the debit column over
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the credit column represents an amount due from
the bank. Formerly, when the total amount of
the checks brought to the Clearing House exceeded
the total amount of checks received, the Clearing
House became indebted to the bank for the excess,
which the Clearing House collected from the banks
having debit balances.
However, since the organization of the Federal
Reserve Bank, all of the banks which are members
of the Clearing House have become members of
the Federal Reserve Bank. The procedure of
settlement now consists of notification to the
Federal Reserve Bank, which makes an adjustment
of the balances of the accounts of the various
member banks on the books of that institution.
The accounts of banks whose settling statements
show a debit balance are charged on the books of
the Federal Reserve Bank, and the accounts of
banks showing a credit balance are credited on the
books of the Federal Reserve Bank. This method
relieves the manager of the Clearing House of the
responsibility of caring for funds that would other
wise come into his custody.
By means of the tickets turned in by the member
banks, the Clearing House officials take a proof of
the clearings—-that is, they determine that the
total of the debit tickets equals the total of the
credit tickets. If a difference is shown, the
settling clerks must remain until it is found. If
the difference is not found within a certain time, a
fine is imposed upon the bank whose representative
is responsible therefor.
The journal entry shown below explains the
accounting effect, on the books of the bank whose
procedures we are considering, of the items which
have been brought back from the Clearing House.
The treatment of these items will be explained later.
The entry, using illustrative figures, follows:
DEPOSITORS CONTROL ACCOUNT
MISCELLANEOUS ITEMS (given in
detail)................................................
To EXCHANGES.............................
For total amounts of the various items
received through the exchanges at
the Clearing House.

2,000.00

1,000.00

3,000.00

After this entry has been passed the Exchanges
account will have either a debit balance or a
credit balance. When the amount of the items
taken to the Clearing House exceeds the amount
of the items received from the Clearing House,
the Exchanges account will have a credit balance.
The Exchanges account, on the basis of the
amounts previously used, is closed out by entry as
follows:
FEDERAL RESERVE BANK............. 2,000.00
To EXCHANGES............................
For transfer from latter of net credit
balance resulting from the exchanges
at the Clearing House.

2,000.00

If there had been an excess of items received from
the Clearing House, the Exchanges account would
have a debit balance, and the balance would be
transferred as a debit to the Federal Reserve Bank
account.

Federal Reserve Items
Federal Reserve items are checks drawn on
banks located in the city which do not clear
through the Clearing House, but which are members
of the Federal Reserve Bank and clear through
that institution. These checks are handled by the
mail teller’s department in much the same manner
as Clearing House items.
As in the case of Clearing House items, they are
stamped on the reverse side with a bank stamp.
This stamp specifies that payment of the check
has been received through the City Collection
Department of the Federal Reserve Bank on a
certain date, and that all prior endorsements are
guaranteed by the payee bank.
They are sorted into a rack, containing a com
partment for each of the various banks and for
each branch thereof, if a bank has branch offices.
They are then listed, the listings are duplicated,
and the checks are enclosed in envelopes addressed
to the banks on which drawn. A recapitulation
is made of the totals of the envelopes, and is
proved against the total of Federal Reserve items
as shown by the mail teller’s proof sheet. The
amounts of the envelopes are then listed in dupli
cate on a statement similar to that used for Clearing
House items.
The checks are delivered to the City Collection
Department of the Federal Reserve Bank before
nine o’clock the following morning. As has been
shown in the journal entry first given, the Federal
Reserve Bank is charged by the bank whose pro
cedures we are considering. Representatives of
the banks on which the checks are drawn call at
the Federal Reserve Bank and receive them. The
Federal Reserve Bank credits the accounts of payee
banks, and charges the accounts of the payor banks.
This constitutes settlement.
The Federal Reserve Bank is a special member
of the Clearing House. Therefore, checks received
by it for collection, drawn on banks which clear
through the Clearing House, are sent to the Clear
ing House and are cleared in the usual manner.
A representative of the Federal Reserve Bank
receipts therefor, by signing the duplicate state
ment.

Transit Items
Checks drawn on out-of-town banks, known as
transit items, are sent by the mail teller’s depart
ment to the transit department. An employee
of this department lists the checks comprising each
block received, and reconciles the total with the
duplicate listing accompanying them. This amount
is credited to the mail teller’s department on a
transit department proof sheet.
All checks drawn on banks not members of a
Federal Reserve Bank, are separated from those
drawn on banks that are members. Collection of
checks drawn on banks which are members of
Federal Reserve Banks will be considered first.
The country is divided into twelve Federal
Reserve districts. In each district a Federal
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Reserve Bank is located. The number of each
district and the location of the Federal Reserve
Bank therein, is as follows: 1, Boston; 2, New
York; 3, Philadelphia; 4, Cleveland; 5, Richmond;
6, Atlanta; 7, Chicago; 8, St. Louis; 9, Minneapolis;
10, Kansas City; 11, Dallas; and 12, San Francisco.
In addition, most of these banks have branch
banks located in other cities in the district. These
banks act as clearing houses for their members.
The first step in the handling of the Federal
Reserve items, is the sorting of the checks accord
ing to the number of days required for their collec
tion. Checks clearing through the Northern New
Jersey Clearing House, and for which immediate
credit is received, are grouped in one lot. This
clearing house is located in Jersey City, and it has
for its membership, banks in Jersey City, Hoboken,
and adjacent towns. Its functions are similar to
those of the New York Clearing House. The other
checks are divided as follows: those drawn on one
day points; those drawn on two day points; those
drawn on three day points; those drawn on four
day points; those drawn on five day points; and,
those drawn on eight day points. This division
is made in order that the local Federal Reserve
Bank will know on what day to credit the payee
bank with the various items. For example, a
check drawn on a bank in Atlanta, a two day point,
if sent to the Federal Reserve Bank of New York
on Monday would be credited to the payee bank
(i.e., the bank in which it was deposited by the
payee) on Wednesday.
The next step is the sorting of the checks into
racks, containing compartments for each Federal
Reserve Bank and each branch thereof. For ex
ample, a check drawn on the bank in Atlanta would
be sorted into the compartment for the Federal
Reserve Bank of Atlanta in the two-day point
section of the racks. Care must be exercised in
sorting, as a delay in the collection of such items
may mean a loss to the bank.
The checks are listed in duplicate on sheets
known as cash letters. This listing is made by
means of a typewriter having a calculating attach
ment. A distinction is made between checks
drawn on banks located in cities, and those drawn
on banks located elsewhere. White paper is used
for city items, and blue paper is used for country
items.
Each letter is headed up with the name of the
payee bank and the date. It is addressed to the
Federal Reserve Bank of which the payor bank,
(the bank on which drawn) is a member. This is
followed by a brief form letter of enclosure and a
list of the checks, giving the name or number of
the payor bank, the endorser (i.e., the depositor),
and the amount. The total amount is shown at the
bottom of the list.
After the checks are listed on the cash letters,
a second employee lists the amounts on an adding
machine to verify the totals. A recapitulation is
made of the amounts shown by the cash letters
according to days, i.e., one day points, two day
points, etc. The totals thus arrived at are sum

marized and, taking into consideration the total of
checks drawn on non-member banks, are reconciled
with the amount shown by the department proof
sheet.
The checks are stamped with the bank’s endorse
ment, and are sent by messenger to the local
Federal Reserve Bank with the original cash letters.
The duplicate letters are retained. In order to
have the local Federal Reserve Bank forward the
checks the same day, the checks must arrive at
the local Federal Reserve Bank before three
o’clock on week days, and before one o’clock on
Saturdays. However, if the payee bank desires to
save time in the collection of checks received too
late to be sent out before the time stated, it may
forward the checks and the cash letters by mail,
direct to the Federal Reserve Bank of which the
payor bank is a member. A report is rendered to
the local Federal Reserve Bank of which the
payee bank is a member.
At the time of receipt, the local Federal Reserve
Bank credits the payee bank with the total amount
of items for which immediate credit is given. The
other items are credited to a deferred credit ac
count, until the expiration of the time required for
their collection, at which time they are credited
to the account of the payee bank.
The entry shown below is made by the bank
whose accounts we are considering, at the time the
checks are sent to the Federal Reserve Bank.
The amount, with the amount in the fourth entry
following this entry, reconcile with the amount
charged to the Transit Department in the first
entry. The entry follows:
FEDERAL RESERVE BANK TRANSIT
DEPARTMENT ITEMS
(Immediate credit items—Northern N. J.
Clearing House)......................................... 250.00
FEDERAL RESERVE BANK TRANSIT
RESERVE
(Deferred items—one day, two day, etc.).
250.00
To MAIL TELLER’S DEPART
MENT-ACCOUNT A...................
For out-of-town items sent to the Federal
Reserve Bank for collection.

500.00

When the Federal Reserve Bank credits the
bank at the expiration of the one day, two days, or
longer time, the bank makes entry as follows:
FEDERAL RESERVE BANK TRANSIT
DEPARTMENT ITEMS..................... 250.00
To FEDERAL RESERVE BANK TRAN
SIT RESERVE........................................
250.00
For transfer to former of amount becoming
available by reason of the expiration of
time required for the collection of items
for which immediate credit was not re
ceived.

When the items are finally settled, the Federal
Reserve Transit Department Items account is
closed out by entry as follows:
MAIL TELLER’S DEPARTMENT—AC
COUNT A................................................. 500.00
To FEDERAL RESERVE BANK TRAN
SIT DEPARTMENT ITEMS.............
500.00
For cancelation of balances representing items
charged by Mail Teller’s Department to
Transit Department, which items have
now been collected.
(Continued on page 174}
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The Growth of Professional Accountancy
Remarkable Growth of the Newcomer in the Family of Professions

By Homer S. Pace, C. P. A.

CCOUNTANCY—the newest of the profes
sions—offers exceptional opportunities in
both public and private practice. The
accountant, by reason of this fact can choose
between becoming a public accountant, practicing
either on his own behalf or with a firm of ac
countants, or of becoming an executive-accountant
or auditor in business or in government. This fact
increases tremendously the vocational field open to
the accountancy student.

A

The recognition of the public practice of ac
countancy as a profession dates from 1896, when
the first certified public accountant (C.P.A.) Law
was passed in New York. Since that time, every
state in the Union, as well as the District of
Columbia, has enacted a C.P.A. law, and steps are
under way in several states, including New York,
for legislation that will entirely restrict the practice
of accountancy to certified public accountants. A
law of this nature has recently been enacted in
Maryland.

Public accountants are now found in successful
practice in all of the larger cities throughout the
country. At the moment, young accountants are
establishing practices in many of the smaller
cities, and it seems likely that within a generation
every local community will have one or more
certified public accountants in active practice.
This condition will be comparable to that now ex
isting in England and Scotland, in which the pro
fession of accountancy, in its widespread character,
is similar to that of law and medicine.

Many factors are responsible for bringing about
the development of the public practice of account
ancy. The collection of the principal revenues of
the Federal Government, as well as the revenues
of several of the states, on the income-tax basis, has
produced a great deal of work for accountants.
The Federal Government employs thousands of ac
countants and auditors on the staff of the Income
Tax Unit, and almost every public accountant in
the country is called upon to. prepare tax returns
and to render aid in the settlement of tax assess
ments. The recent Federal classification of em
ployees establishes a definite status for accountants
in government service, with attractive salaries in
all the classifications.

The business organizations of the country, except
those of a small, retail nature, find it desirable,
almost without exception, to have their accounts
audited for the purpose of having available state
ments for credit purposes and for preventing and
detecting irregularities, including fraud. Commer

cial fraud, during the last five years, has increased
almost fifty per cent., and this condition has
brought about a great increase in the amount of
preventive and investigative work that is done by
public accountants. There has also been a wide
demand for constructive work, and public account
ants everywhere have been called upon to devise
cost systems and work procedures of various kinds.

Business and non-profit organizations, as well
as the federal and state governments, require the
services of men and women who are technically
trained in accounting, law, and business organiza
tion to fill positions as secretaries, treasurers,
auditors, controllers, and general business execu
tives. The assistant accountant who works on the
books and records of an organization, provided he
supplements his experience by a comprehensive
and intensive study of accounting, law, and related
subjects, is in a position to receive much confiden
tial information; and, if he possesses good natural
aptitude and industry, he naturally advances to the
position of executive-accountant, and in thousands
of instances has come into positions, such as con
trollerships and treasurerships of large corpora
tions. Many public accountants, in fact, have
been induced by the offers of large incomes to give
up their public practice and to accept important
corporate positions. Because of this large and
growing field for the services of the technically
trained accountant in private business organiza
tion, the number of accountants in practice has
been kept down to such an extent that the pro
fession is as uncrowded in relation to the total
amount of work to be done as it was fifteen or
twenty years ago.

Accountancy is still a new profession and offers
exceptional opportunities to the young man or
young woman who has natural aptitude for the
work, and who is willing to make preparation
similar to that required in law, medicine, or any
other of the older professions. The old-time con
dition in business when a young man or young
woman could advance merely by reason of the
knowledge acquired in his work, has passed by,
and the time has come when technical qualifications
are required for advancement. When preparation
can be made for positions of this kind at the same
time that ability is developed for entering a profes
sion, a unique opportunity is presented for the
ambitious young man or woman. These facts,
which are becoming generally known, account for
the great interest that is everywhere manifested in
the study of accountancy and in the development
of courses of professional study.
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American Institute of Accountants
Annual meeting held in St. Louis on September 15, 16, 17, and 18

EVELOPMENTS in accountancy during a
twenty-year period were reviewed by fore
most practitioners of the profession during
the annual meeting of the American Institute of
Accountants at St. Louis, September 15-18, which
was an anniversary gathering, commemorating
the Congress of Accountants held in the same city
during the World’s Fair in 1904. Twenty-one of the
ninety men who were present twenty years ago were
in attendance at this year’s meeting, and the re
views of the development of the profession in that
time that these veterans gave, both privately and
in the sessions conducted by the Institute, pre
sented a startling array of facts as to the growth of
the profession, in scope and usefulness—facts that
make up a complete picture of what accountancy
means to the business life of the country today, as
contrasted with its standing two decades ago.
The twenty-one veterans of the 1904 roster who
attended this meeting are:
John E. Cooper, Brooklyn, N. Y.; Edward S.
Elliot, Memphis, Tenn.; P. G. Goode, San Fran
cisco, Cal.; J. S. M. Goodloe, New York, N. Y.;
J. Pryse Goodwin, New York, N. Y.; David L.
Grey, St. Louis, Mo.; Charles G. Harris, Louisville,
Ky.; H. K. Jones, Memphis, Tenn.; J. Porter
Joplin, Chicago, Ill.; J. H. Kaufman, Columbus,
Ohio; E.G. H. Kessler, St. Louis, Mo.; William
C. Lynne, Pittsburgh, Pa.; Henry C. Magee,
Philadelphia, Pa.; J. E. Masters, Boston, Mass.;
R. H. Montgomery, New York, N. Y.; John B.
Niven, New York, N. Y.; Ernest Reckitt, Chicago,
Ill.; Adam A. Ross, Philadelphia, Pa.; E. G.
Shorrock, Seattle, Wash.; W. A. Smith, Memphis,
Tenn; and Francis A. Wright, Kansas City, Mo.
Mayor Henry Kiel, of St. Louis, who welcomed
the accountants, called attention to the great
growth in accountancy during the twenty years.
Facetiously, he said that if a business man kept a
record of his receipts and disbursements in the old
days, and found he had something left over, he was
satisfied; but that since the government, and the
states, and even the cities have been showing such
a lively interest as to the earnings of business men
with a view to taking away a good sized share of
them, everybody has to employ accountants. He
paid tribute to the high standard of the profession,
and to the men in it who play such an important
part in the business life of the nation. Mayor
Kiel was introduced by Edwin H. Wagner of St.
Louis, president of the Missouri Society of Certified
Public Accountants.
An international flavor was given the meetings
by the presence of representatives of three British
and one Canadian organization of accountants.
All four brought greetings from their societies to

D

their American cousins. George R. Freeman, of
London, vice-president of the Chartered Account
ants of England and Wales, was first introduced.
He was followed by Alexander A. Garrett, also of
London, secretary of the Society of Incorporated
Accountants and Auditors of London. R. G.
Simpson, of Edinburgh, Scotland, represented the
Edinburgh Society of Chartered Accountants, and
stated that the members of his organization
flattered themselves that they are the oldest
society of accountants in existence. J. B. Suther
land, of Calgary, Canada, spoke briefly with a
world of welcome from the Dominion Association
of Chartered Accountants.
Edward E. Gore, of Chicago, president of the
Institute, presented a detailed and interesting re
view of the activities of the organization during
the past year. This will appear in full in the year
book of the Institute, which will be published soon
after the first of the year. President Gore spoke
in warm commendation of the work of the Bureau
of Public Affairs. He emphasized the fact that the
Institute had provided a model C. P. A. act on
which most all of the state laws are based; that it
was the first to suggest a United States Board of
Tax Appeals, independent of the Treasury Depart
ment, and that its representatives drafted the first
law for that purpose in 1919, and that it con
tinued to fight for such a measure until it was
enacted into law early this year. He traced the
moves that were made in its behalf, and the help
that was given by the Chamber of Commerce of
the United States. The passage of this act was
pointed to by President Gore as one of the out
standing achievements by the Institute in recent
years. President Gore also recited briefly the
moves that have been made by the Institute for
the protection of the designation “certified public
accountant.”
A resolution endorsing President Gore’s moves
in relation to the Board of Tax Appeals, was
adopted unanimously.
A humorous skit burlesquing a conference be
tween clients and auditors was presented by mem
bers of the St. Louis and Kansas City Chapters of
the Missouri Society of Certified Public Account
ants.
An outline of the work of the new Bureau of
Public Affairs of the Institute was given by Chair
man Homer S. Pace, of the Committee on Public
Affairs, in charge of that work. It is based on the
idea of service to the public and is intended to en
large the public service that accountants are per
forming. Mr. Pace reported a most gratifying re
sponse on the part of members to the request of the
Committee for cooperation.
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Guy Thompson, president of the Missouri Bar
Association, spoke of the work that is being done
to check crime, including financial and office
crimes, embezzlements, forgeries, stock frauds and
credit frauds. The growth and extent of these
crimes, and suggested remedies, were dwelt on at
length in a Letter-Bulletin recently issued by the
Committee on Public Affairs of the Institute, and
Mr. Thompson praised the Institute for the farreaching work being done by it in this direction.
He attributed the increase in crime in part to the
failure of citizens to exercise their duties as voters
and as jurors.
Festus J. Wade, president of the Mercantile
Trust Company, of St. Louis, spoke on the nature
and value of the services accountants render
bankers. He said that accountants bear the same
relation to bankers as a compass to a mariner, and
praised the high ideals and the character of account
ants in this country.
John B. Niven was chosen president, to succeed
Mr. Gore. Mr. Niven was formerly chairman of
the State Board of Accountancy of New Jersey,
and is one of the outstanding members of the pro
fession. He has been chairman of the Institute’s
Board of Examiners several years, but resigns that
place to take up the duties of president. Ernest
Reckitt and W. H. West were elected vice-presi
dents, Arthur W. Teele was re-elected treasurer,
and A. P. Richardson was re-elected secretary.
C. D. Hamel, chairman of the United States
Board of Tax Appeals, gave the Institute a very
interesting account of the organization of that
Board, which heard its first cases late in August.
Particular attention was paid to the rules of pro
cedure, and the scope of the work to be undertaken.
Formal court procedure is to be followed. No re
quests for refunds of taxes may come before the
board. Mr. Hamel described in detail the facts that
must be recited in a complaint on appeal, in order to
get a case regularly on the calendar. It is possible
that arrangements will be made for the hearing of
cases, at intervals, in cities outside of Washington.
Appeals must be filed within sixty days of the
date of notification by the commissioner of in
ternal revenue of a deficiency in the tax. The
board has no power to extend this time, which is
mandatory under the act. This is designed to
enable the government to collect taxes with
reasonable promptness.
The Board will not have available for its use the
files of the Bureau of Internal Revenue in the
various cases, but will hear each case without
previous knowledge of the facts. Up to the time
Mr. Hamel addressed the accountants 191 appeals
had been presented to the board.
A resolution of appreciation and approval of the
steps so far taken by the Board, was unanimously
adopted by the members present.
Professor J. O. McKinsey, of the University of
Chicago, spoke on “University Accounting
Courses.” The same topic was discussed by Dean
Everett Lyon of the School of Business of Wash
ington University. Each of these speakers went
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into detail as to the objectives sought by modem
courses in accounting, and the subject matter which
can most advantageously be included.
Gladstone Cherry, of Milwaukee, spoke on “The
Fetish of the Calendar Year as a Fiscal Year.”
His address will probably appear in print later.
Frederick H. Hurdman, of New York, spoke on
“Stock of No Par Value.” He asked the question,
what accountants may do toward standardizing
and suggesting improvements in legislation in the
states, relating to no-par-value stock.
He discussed the questions, whether earned sur
plus should be segregated on the balance sheet and
not shown as part of capital or capital surplus;
whether it is necessary to show capital surplus
separate from capital; what constitutes earned
surplus in the case of merger of two or more com
panies; whether it is feasible to declare and pay
stock dividends in stock of no par value, and what
would be the effect on capital and earned surplus;
whether the stock dividend declaration should re
quire that a specific amount per share be transferred
from earned surplus to capital; whether there is
any justification for preferred stock of no par value
when a redemption value and preference as to
liquidation of assets are assigned to it; and whether
the use of no-par-value stock corrected the evil
of over-valuation it was intended to correct or do
we still find patents, franchises, leaseholds and good
will excessively valued in order to show a large
capitalization.
A resolution was adopted to the effect that mem
bers and associates who hold certified public
accountants’ certificates should have their titles
designated in future lists issued by the Institute.
The preamble to this resolution cited in part that it
is the sentiment of the Institute that the C. P. A.
degree be given full recognition, and that the
recognition given this degree by the federal govern
ment in admitting certified public accountants to
practise before the United States Board of Tax
Appeals, be strengthened and fostered.
Washington was chosen as the place for next
year’s meeting.
Possibly one of the most significant of the smaller
meetings held in conjunction with the Institute’s
annual meeting was a conference of representatives
of state societies of accountants and other account
ants’ organizations. This conference was called by
the chairman of the Committee on Public Affairs of
the Institute, for the purpose of coordinating the
work that committee is performing, and the activi
ties of the other accountants’ organizations. The
idea was unanimously approved by those present,
and steps will be taken to put the plan into effect.
The meeting, as a whole, was one of the best
ever held by the Institute. The program was
strong, but from the technical and public service
viewpoint, and the local committee, under the able
direction of David L. Grey provided many enter
tainment features that appealed to the ladies and
to the men—when the duties of the convention
permitted. The annual meeting of 1924 was worth
while, productive.
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Busy Men—
Constructive Citizens
B SY and efficient men—men carrying heavy
U
business responsibilities—are likely to take
an important part in the affairs of public and
quasi-public organizations and in relation to
fraternity activities. Why was it, for example,
that A. C. Bedford for many years found it prac
ticable to act as the chairman of the Committee of
Management of a large Y.M.C.A. and to devote
many hours each month to the most minute con
sideration of the relatively small problems of
managing the restaurant and dormitories, while
serving as president of the Standard Oil Company?
Why is it that thousands of successful and hard
working business men everywhere find it prac
ticable to carry the burdens of managing and
financing non-profit institutions?
A spirit of self-giving, practically unknown in
previous eras of the world’s history, when a banker
was known as a “money changer” and the term
“trader” was one of reproach, underlies this pheno
menon. The decrying of the man with the brains
and energy to achieve success in commercial
pursuits has long been a popular pastime and has
resulted in many erroneous public impressions.
The volumes that could be written with regard to
the heavy burdens assumed by men of this type in
the management of hospitals, welfare organiza
tions, Y.M.C.A’s, schools, and the like have never
been penned, much less published. The construc
tive work performed by 999 citizens of this type
has little or no news value, while the idiosyncrasy
of the thousandth one can often command firstpage space in every newspaper in the country.
Perhaps the time will come when we shall be farseeing enough to give adequate publicity to the
good that men do, even though they have achieved
business success and financial standing.

Business Needs Women
B SINESS offers right now a real opportunity
U
for women who have an aptitude for figures,
and who will train themselves to do ac
counting work. For some time the demand for
women trained in bookkeeping and accounting has
been far greater than the supply. It would seem
to be the part of good judgment for women looking
forward to a career in business to give heed to these
facts.

October
As a woman executive recently said, “A knowl
edge of bookkeeping and accounting is something
that a woman can market immediately at a good
salary.” Accounting work not alone offers an
immediate vocational opportunity for trained
women, but, what is of more importance, it offers
a real opportunity for women to develop themselves
to fill executive positions.

Any business woman, or any woman looking
forward to a career in business, should sit down
now and ask herself this question, “Where am I
going to be in business three years from now—five
years from now—ten years from now?” Then, if
she is really sincere in her desire to do something
more than mere routine work, let her face the facts
frankly. She may find that training in accounting
and in the principles of finance, economics, and
organization will offer the way out that she seeks.
The facts show that it will.

Save it From the Wastebasket
OMEONE has estimated that eighty per cent.
of the mail practically shouts an invitation
for somebody to throw it into the waste
basket. The figure may be high, yet any business
man knows that much of the mail that comes to
his desk—circular letters, booklets, brochures, and
the like, frequently gets no more than a passing
glance and soon joins waste paper in the basket.
A lesson may here be found for the man who
hopes to get his message read. Ordinary stuff
won’t do. He must put in his letter or folder
something to attract attention immediately. His
letter or folder must be put up in pleasing form.
One document that is read, although of an ex
pensive character, is cheaper than several docu
ments that cost less but which are not read.
If he keeps these facts in mind, he is likely to pro
duce something that will at least have more than
an even chance of escaping the receptacle that
yawns daily in the business office for the letter
or booklet that is not up to mark.

S

Accountancy—
A Field of Opportunity
RECENT statement of vocational statistics
published in the “Echoes” of the Pittsburgh
School of Accountancy clearly defines the
opportunity for the young man or young woman
in the profession of Accountancy.

A

It is estimated that there are 5,089 certified pub
lic accountants in the United States, as compared
with 135,969 physicians, 123,983 attorneys, 54,740
engineers, 50,085 druggists, and 45,712 dentists.
The disclosure of such facts obviously places
upon accountancy a rating of “one of the younger
professions,” presenting to properly equipped
young men and young women practically a virgin
field.
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Patrick J. Moynihan, C. P. A. (Mass.)
A Brief Record of the Life and Achievements of a Former
Student of Boston Pace Institute

COMPLETE mastery of the prin training received in his evening school
ciples of accountancy by means of study would enable him to secure his
the utilization of his overtime C.P.A. certificate, he sat in the Massa
certified public accountant
periods, closely allied with valuable chusetts
ex
perience gained in commercial pursuits examinations. He passed the examina
and in public practice, has enabled tions and received his certificate a few
Patrick J. Moynihan, a former student
of Pace Institute, Boston, to secure full
professional status as a certified public
accountant of Massachusetts.
Mr. Moynihan was born on March
17, 1891, in the lake region of south
western Ireland. He received his early
education in the national schools of the
country of his birth. Upon completion
of his elementary education, he took the
competitive examinations for admission
to college. The results of these examin
ations placed Mr. Moynihan among
the highest of the successful candidates,
and he was rewarded with two sub
stantial scholarships. With the aid
of these scholarships, he was able to
enter De La Salle College at Water
ford, Ireland, and he was graduated
from this institution in 1911 with
honors in mathematics. The two years
next succeeding his graduation from
college were devoted to pedagogical ex
perience in the national schools of
Ireland.
At this time, however, Mr. Moynihan
decided to enter commercial life in
America, and in 1913 he came to New
York. His first experience in American
business life was in a clerical capacity
with P. F. Collier & Sons. His initial
duties with this publishing house were
in the subscription department. Later,
PATRICK J. MOYNIHAN
he was transferred to the accounting
department. After three valuable and
productive years in the Collier organiza months later. He is now engaged in
tion, Mr. Moynihan resigned to accept professional practice on his own behalf
a position as bookkeeper with the Pure at 832 Park Square Building, Boston.
Oil Company in Brooklyn.
Mr. Moynihan has rendered effective
In 1918, a better opportunity was service recently as a lecturer in Boston
presented in the accounting and claims Pace Institute—a service for which his
division of the Western Electric Com combined teaching and accountancy
pany in Boston—an opportunity which experience peculiarly qualifies him.
It is interesting to study the voca
he accepted, and which required him to
take up his residence in Boston. After tional record of a man who has planned
two years of faithful and efficient service wisely and performed consistently.
with the Western Electric Company, he What distinguishes this young and suc
decided to enter public practice, and he cessful accountant from many another
accordingly secured a position on the chap who is plodding along in a clerkship?
staff of Grimes, Elliott & Clarkson, A good Irish imagination and wit, no
doubt; but, above all, capacity for the
certified public accountants, of Boston.
Realizing that sound training in the self-denial and hard work that one must
principles of accounting was necessary practice in order to cross over from the
to supplement his practical experience, army of the mediocre to the selected
he enrolled at Pace Institute, Boston. ranks of a profession.
Upon completing several semesters, Mr. ELLIOT WALTERS, a former student
Moynihan decided to utilize his previous of Pace Institute, New York, has re
teaching experience. He took the ex cently been made inventory chief in the
aminations for commercial teacher in office of the controller of the R. H. Macy
Boston High Schools and qualified for organization, New York.
this work. For three years he taught RAYMOND C. BROWN & COM
accounting in South Boston High School. PANY, certified public accountants, are
In November, 1923, confident that his now located in the Cunard Building, 25
experience in public practice and the Broadway, New York City.

A

Annual Meeting
American Society
of C. P. A.’s
HE annual meeting of the Ameri
can Society of Certified Public
Accountants was held at the Hotel
Statler, Detroit, on September 10, 11,
12, and 13. A large number of account
ants were in attendance—many of na
tional reputaton.
Interesting addresses and discussions of
important accountancy matters made the
sessions of interest and value to the mem
bers in attendance. A most interesting
address was given by Charles D. Hamel,
chairman of the U. S. Board of Tax
Appeals, Washington. Mr. Hamel re
viewed the creation of the Board and
pointed out the advantages accruing to
the taxpayer in the providing of a direct
method of appeal on revenue assess
ments.
Other speakers at the meeting were
Charles Hecht, C.P.A. of New York
City; Dr. Edmund E. Day, Dean of the
School of Business Administration of the
University of Michigan; and Dr. John
T. Madden, assistant dean of the School
of Commerce, Accounts, and Finance of
New York University. At the annual
banquet held on the evening of Septem
ber 12, the members were addressed by
Governor Groesbeck of Michigan.
The Pace Student hopes to be able
to present a fuller report, possibly with
synopses of the addresses in a later issue.

T

Ohio Society
of C. P. A.’s
MEETING of the Ohio Society of
Certified Public Accountants was
held in Dayton, on September 19
and 20.
Many informative and interesting
features were a part of the well-planned
program. Among the speakers who
addressed the session were J. O. Mc
Kinsey, C.P.A., Professor of Accounting
of the University of Chicago, who spoke
on “Budgetary Control”; William Joseph
Wheeler of the Arbitration Society of
America who discussed “Arbitration in
Relation to Accountancy”; and Arnold
R. Baar, LL.B., of Chicago who ad
dressed the society on “The Revenue
Act of 1924.” Another feature was a
round table discussion on various ac
counting procedures, office management,
ethics, and professional fees, led by George
R. Lamb of the Cincinnati office of
Haskin & Sells.
A visit to the National Cash Register
Company and dinner as guests of the
officers of the company was one of the
enjoyable features of entertainment
provided.

A

Many a good study-resolution
made in September does not survive
the frosts of October, the hilarity of
the holiday season, the drag of
the past-holiday months. Buttress
your own resolution from the start
by a good work performance. The
student with good grades usually
sticks.
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Purchase Procedure in Modern Organization
The First Instalment of a Review from the Viewpoint of the Company Auditor
By Richard J. Pozdena, C.P.A.
HE duty of the company’s auditor
is to record correctly, in the com
Every business has an
pany’s accounting records all trans
actions relating to the progress andintake — merchandise and
the condition of the company’s affairs.
materials are acquired, ser
In addition to this, it is his duty to safe
vices
are received.
This
guard the financial transactions so as to
article, prepared by Richard
preclude the possibilities of thefts,
J. Pozdena, who has the
frauds, and embezzlements.
The records of transactions come to
viewpoint of both the certi
the accounting department from various
fied public accountant and
sources in the form of reports and docu
the company auditor, deals
ments. All such returns to the ac
with the intake features of
counting department should be carefully
scrutinized and, wherever possible,
a business—with the de
verified by consulting other records or
tailed purchase procedures
documents covering the transactions.
that are required in sound
It is not sufficient for the auditor
organizations. —
simply to receive such returns and
verify them in their final form; but he
The Editor.
should prepare and prescribe procedures
that will prevent frauds, errors, and
other inefficiences. He should famil
II. Miscellaneous purchases of sup
iarize himself with the detailed workings
plies, materials, and equipment
in all the departments of the company;
for executive departments, and
become acquainted with all the execu
purchases of services.
tives of the departments; and maintain
These two groups of purchases and the
cordial, not familiar, relations with
them, in order to secure from them the documents and procedures used in con
fullest co-operation in executing the nection with each, will be considered,
respectively, under the headings “Pur
procedures that he lays down.
The procedures that he prepares chases for Resale, for Production, and
should be of such a nature as to distri for Maintenance and Operation of Pro
bute as much as possible the individual duction Departments and Offices” and
operations to different employees, in “Miscellaneous Purchases of Supplies
order to prevent collusion among them and Services.”
and between them and outsiders. By Purchases for Resale, for Production,
this method the auditor, to a great and for Maintenance and Operation
extent, is assured of the accuracy and of Production Departments and
propriety of the transactions which
Offices
come to him for record in the financial
By far the greater value of purchases
books.
To illustrate the methods that he is represented in this group, and it is in
should follow, a brief outline of the connection with the handling of such
procedure relating to the item PUR purchases that the greatest care should
CHASES is given below. This is not be exercised to prevent collusion be
intended as a universal or complete tween the receiving clerk and vendor
procedure, and the auditor should concerns, between employees of the
adapt and modify it to meet the require receiving and purchasing departments,
ments and limitations of his particular between employees of the receiving de
concern. This procedure is merely in partment and stores and shipping
dicative of what is required of the departments, and between the em
ployees of the purchasing department
auditor.
PURCHASES present a number of and the vendors.
To guard against collusion, the fol
serious problems, which must be solved.
The best way to solve these is to pre lowing principal documents and proce
scribe a series of documents that will dures should be provided:
cover each step in the purchasing and
1. Notice of minimum of stock.—
receiving of and the paying for mer The stock selectors should notify the
chandise, materials, supplies, and ser storekeeper as soon as an item of stock
vices.
has reached a predetermined minimum.
There are two principal groups of This should be reported on a small
purchases, namely:
printed form, giving the name of the
I. Merchandise purchased for re document, date, name and description of
sale, materials used for produc the merchandise, minimum and maxi
tion, and supplies used for main mum, and the signature of the stock
tenance and operation of produc selector making the report.
The storekeeper should verify the
tion departments and of offices.
Such purchases are generally made accuracy of the report by consulting the
in quantities and are usually stores ledgers (which should at all times
stored in a storeroom.
be kept up to date), approve it for re-

T

quisitioning, and transmit it to the
clerk assigned to prepare requisitions on
the purchasing department.
2. Requisition for purchase.—A
requisition on the purchasing depart
ment should be made in duplicate, the
original to be forwarded to the pur
chasing department and the duplicate
to be retained in the storeroom, where it
should be held and attached to the copy
of the purchase order when the latter
is received from the purchasing de
partment. The notice of minimum of
stock, should be attached to the requisi
tion and order, and the three documents
should be forwarded to the receiving
department.
The requisition should be signed by
the clerk preparing it and by the store
keeper. The original, upon receipt in
the purchasing department, should be
approved for ordering by a responsible
executive, preferably an officer of the
company.
Thus far three signatures have been
received—a clerk’s, a department execu
tive’s, and an officer’s. It will be seen,
therefore, that it would be necessary
for three persons to enter into collusion
to commit fraud—a fact which would
make such collusion unlikely.

3. Standard estimates.—Unless the
commodity to be ordered is of a stand
ard, trade-marked variety, and unless
the company purchases it regularly on
contract from the manufacturer, at least
three estimates should be obtained from
dealers selling the commodity before a
purchase order is issued. It is advis
able, if the volume of business warrants
it, to use standard estimate forms
printed in triplicate, the original and
duplicate to be forwarded to the ven
dors, and the triplicate to be filed in
the purchasing department.
The vendors should prepare the esti
mates in duplicate, send the original to
the purchasing company, and retain the
duplicate for their record. '
In the purchasing department the
estimates received should be attached to
the requisition for purchase. Usually
the lowest bid should be accepted,
unless it is considered that one of the
higher estimates better conforms with
the specifications, or assures more
prompt delivery in an emergency. In
case a bid other than the lowest is ac
cepted, the reasons for the selection of
the bid should be stated on the face of
it, and if practicable, it should be
approved by one of the officers of the
company.
If the volume of business does not
warrant the use of printed forms, esti
mates on vendor’s letter heads should
be obtained.
Notation of quotations received over
the telephone should never be accepted.
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4. Contracts.—Where commodities
are purchased in large quantities and
continually throughout the year, it is
often advisable to enter into contract
with the manufacturer or dealer for an
estimated annual or semi-annual supply,
to be delivered as needed. Such con
tracts should be prepared in legal form
and should be signed by responsible
persons representing both parties; and,
if deemed advisable, the vendors should
be required to furnish a bond.
A report of such contracts should be
made to the accounting department,
stating the name of the concern, de
scription of commodity, quantity, con
tract price, period covered, how to be
delivered, and other details essential
for a satisfactory audit of bills when pre
sented for payment. The contract
should at all times be available to the
auditor for inspection.
5. Purchase order.—Whether the
commodities are ordered on contract or
on basis of estimates, purchase orders
should be issued, as it is important to
pass no bills for payment unless the
purchases have been properly approved
and ordered.
Four copies of the order should be
prepared. The original should be for
warded to the vendor. The duplicate,
with the requisition for purchase and
the estimates attached, should be trans
mitted to the accounting department
for audit purposes. The third copy
should first be transmitted to the stores
ledger clerks for notation on their
ledgers and on the requisition for pur
chase, and then, with the notice of
minimum of stock and the requisition
for purchase attached, should be for
warded to the receiving department for
the purpose of verifying and checking the
commodities when received and the
follow-up of their delivery. The fourth
copy is to be retained by the purchasing
department. All copies should be signed
by an executive authorized to approve
orders.
6. Receiving records.—All commod
ities purchased for delivery into the
storeroom should be received in a receiv
ing department, which should be located
a considerable distance from the ship
ping department.
The receiving department receives
copies of purchase orders, as stated
above, and should keep them on file,
either according to names of vendors
or names of commodities.
When a shipment is received, the
receiving clerk should prepare, in
duplicate, a receiving record, covering
the shipments and stating the name of
the shipper, how shipped, how packed,
quantity, description of the commodity,
weight, and other information required.
Both copies of the receiving record
should be signed by the receiving clerk.
They should also accompany the com
modities when they are transferred to
the storeroom. The storekeeper should
acknowledge the receipt of the goods by
signing both copies of the receiving
record.
The original copy of the receiving
record should then be turned over to the
Stores ledger clerks for entry in the
ledgers. Here a record should be kept

of the numbers of records received, in
order to make sure that all records have
been accounted for and no extra ones
issued. After entry in the stores led
gers, the records should be transmitted
to the accounting department for audit
purposes. There, too, a check on the
numbers should be maintained.
The duplicate copy of the receiving
record should be returned to the receiv
ing department, where it should be
checked against the copy of the purchase
order and then filed in numerical order.
The purchase orders, if completed,
should be withdrawn and placed in a
closed file, and if partially filled,nota
tion should be made thereon of the
quantity received and the order returned
to the open file.
7. Freight bills.—All freight and
express bills should be paid promptly.
When paid by the cashier, a report
should be made to the accounting de
partment, stating the name of the
shipper, railroad or express company,
and amount of charges paid. This
information is required for addition to
the invoice price to determine the total
cost and for audit purposes.
If the volume of business warrants it,
a traffic department may be organized,
which would handle all traffic matters,
verify the freight and express charges,
and report the charges to the accounting
department.
8. Vendors’ bills.—All bills should
be routed direct from the mail room to
the accounting department, where they
are to remain until vouchered and paid.
This ruling is necessary to prevent
alterations, substitutions, and losses of
bills.
Upon receipt in the accounting de
partment, all bills should be stamped
with an audit stamp, which should show
the voucher number, date of receipt,
and provide for the signatures of persons
who verify the extensions on the bill,
who check it against purchase order,
receiving record, freight record, and
estimates or contracts, and who place
the account classification on the charge.
Space should also be provided for date
and terms of payment.
The first step in auditing the bills
would be to verify the extensions on the
bill. This can be done readily by
clerks experienced in the use of calcu
lating machines, and should be done
independently by two clerks, to assure
accuracy.
After the extensions are checked,
the bills should be checked against pur
chase orders. This checking includes
the verification of the quantity and
quality of commodities billed, prices,
shipping directions, terms, and discounts.
In this process, verification is also made
of the details on the purchase Order
to determine that they are in conformity
with the estimates or contracts and as
to the approval of the purchase requisi
tion. These papers are to be attached
to the bill. All bills covering purchases
made from vendors whose estimates
were not the lowest should be approved
by the auditor.
As purchases may be made only on
proper approval, this verification will
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disclose all unauthorized purchases,
which should be promptly investigated.
The next step would be to determine
that the commodities have been actually
received. The receiving record cover
ing the purchase should be matched
against the bill and attached to it.
When all the foregoing procedures
with respect to checking and verifying
a bill have been carried out, the bill is
ready for calculation to determine the
cost price at which the merchandise is
to be carried in the stores ledger. In
determining the total cost, the invoice
price, cash discounts, freight and express
charges inward, cartage inward, and
receiving department loading are added,
and on this basis a unit price is deter
mined. Here, too, it is advisable to
have two clerks make the calculation
independently. The unit price is re
ported to the stores ledger clerks and to
department executives requiring the
information.
The account classification should then
be noted on the bill, in place provided
therefor, by an employee thoroughly
familiar with the accounting code and
classifications.
The bill is now ready for approval for
vouchering. The approval should be
made by the auditor (or head of the
audit section, if one is organized), who
should satisfy himself that all operations
have been performed as indicated by
each clerk’s signature on the audit
stamp.
Approved bills should be filed accord
ing to payment dates, and under the
dates in alphabetical order according to
names of vendors.
9. Vouchers and checks.—On pay
ment date the approved bills should be
withdrawn from file and delivered to
voucher clerks for vouchering. There
are several procedures covering vouch
ering and paying of bills, the details of
which will not be given. However, the
vouchers, whatever method is used,
should be checked as to details and ex
tensions, approved by the auditor, and
payment thereof authorized by the
treasurer of the company.
10. Voucher record.—The com
pleted vouchers, should then be regis
tered in a voucher record in numerical
order. When the vouchers for the day
are entered, they should be carefully
called back to insure an accurate record
of the details on the voucher.
The columns containing the amounts
of the vouchers and the various distri
bution columns should be footed and
verified by another person. Care should
be exercised that the total of the distri
bution columns equals the total of the
voucher amount column.
11. Voucher index.—An index to
the vouchers drawn should be main
tained, preferably on cards, using a card
for each vendor, on which should be
recorded his name and address and
voucher numbers and amounts.
The auditor should occasionally ex
amine this index to discover unusually
large numbers of purchases from ven
dors other than those from whom regu
lar purchases are made currently in
carrying on the business.
(To be continued in the next issue)

Page 172

Pace Student

October

What Business Owes to Schools
By George M. Lattimer, Pace Institute, New York
HEN there is a great need,
something usually is developed
Business progress and
to fill that need. So when
there came a demand for specific train

educational
development are
ing in business, that demand was even
closely
allied.
The great
tually met. It is being met to-day in a
metropolitan
newspapers,
variety of ways, productive of much
realizing this fact, from time
benefit to organized business and to the
individual looking forward to a career
to time publish special arti
in commercial pursuits.
cles by men and women who
A brief look backward will enable us
are
experienced in prepar
to view with better perspective a few of
ing men and women for the
the things that have been accomplished.
What were conditions during the
duties and responsibilities
early part of the last century? Trans
of life. Among the articles
portation and communication were in
recently appearing in The
the early stages of their development.
New York Sun was one by
Business is so dependent upon both of
these factors that—in the way that
George M. Lattimer of Pace
we know it to-day—it, too, was con
Institute. The article, which
ducted on a limited scale. The era
was
published in The Sun
of specialization and division of effort,
on August 9, is reproduced,
when a great factory is devoted to the
production of one small part of an
in part, herewith. — The
automobile, for example, had not yet
Editor.
arrived.

W

Business Training Meager
At the time which we are considering
business subjects were not to any great
extent included in the curricula of the
schools. The aim of the academies and
boarding schools which then flourished
was to prepare boys for college, and their
courses of study, consequently, were
shaped with that primary aim in view.
A boy with a business career in view
was likely to drop out of school and ac
quire his knowledge of business by ac
tual experience. Seventy years ago but
few girls entered business and there was
little opportunity for them, even in case
they decided to do so.
Shortly after the civil war business
entered upon that great era of expan
sion which eventually brought this coun
try into the front rank of commercial
nations. At about the same time certain
individuals and private institutions
began to give instruction in business sub
jects, such as bookkeeping and penman
ship. Railroads began to span the
continent with bands of steel, bringing
to the eastern seacoast the raw materials
from the West and creating in the newly
settled communities of the West new
markets for the manufactured goods of
the East. And so bit by bit began the
development of great business organiza
tions, with many different departments,
production, sales and executive, and with
a constantly increasing need for suitable
employees.
Another contributing factor to busi
ness expansion and business education
must be mentioned here—the invention
of the typewriter. This gave a new
impetus to business training, and along
with the coincident business growth
created almost a new field for women
in business. Later came other labor
saving devices. In fact, a variety of

factors worked together to develop busi
ness and to develop training for busi
ness. The two progressed concurrently.

Demand for Training Arises
The demand for young men and
young women prepared to perform spe
cific business tasks brought about the
general introduction of certain business
subjects in the schools. Now we see
private institutions offering instruction
in all the aspects of modem business,
from instruction in typewriting, filing,
stenography and elementary bookkeep
ing to instruction in accountancy,
finance, salesmanship, and the more
advanced aspects of business adminis
tration and organization.
We find the public schools throughout
the land offering business courses. In
many of the larger cities there are
separate high schools entirely given
over to business training. The growth
of this work has been almost phenom
enal. But a year or two ago it was
estimated that 25 to 30 per cent. of all
the public high-school pupils in the
United States were enrolled in the com
mercial departments. In some cities
this even reached 50 per cent. and in
certain individual high schools more than
60 per cent. of the girls were taking
commercial subjects.
We find a remarkable development of
business education in the colleges and
universities. Certain universities—Har
vard, for example—maintain graduate
schools of business education, entrance
to which is based upon four years of
college work. Other universities main
tain schools of business education which
award a bachelor’s degree for four years
of collegiate work, and entrance to
which is based upon four years of high

school or preparatory study. In many
colleges that offer only academic de
grees in arts or in science there has been
such a pronounced increase of interest
in the work in economics, banking and
finance that new courses and new pro
fessors are constantly being added to
meet the need.
A Look to the Future

In business to-day competition be
tween organizations and inside a given
organization is keen. Great organiza
tions are highly departmentalized. Spe
cialization is everywhere. Transporta
tion and communication are still being
developed and improved. Witness the
radio and the air mail! The whole eco
nomic structure of our country is be
coming more complicated week after
week, month after month, and year after
year.
What does this mean? What does
business demand, and how does it profit
by the constant influx of young men and
young women who have received train
ing in business? Two things are evi
dent: Special skill of some sort, in the
keeping of books or in the use of short
hand or the typewriter, usually is es
sential to obtain initial employment.
For advancement, however, general
ability and a developed background
must go hand in hand with special skill.
As business develops and becomes more
complex there develops, too, the insis
tent demand for those who can plan,
who can organize, direct, and control.
Obviously the larger opportunities in
business await the one who has this
broad, firm foundation—this developed
background. Both types of business
training are available.
Experience, now as always, is equip
ment which must be secured by any
business man or woman who hopes for
eventual success. It would be difficult,
however, to visualize the modem or
ganization if it found it necessary to
train all its employees, as did the busi
ness man in days gone by, in every
aspect of the work which it does. The
constant supply of men and women who
have benefited by modem business edu
cation, even if only of a fundamental
sort, constitutes an important element in
the development of business as we know
it to-day.
On a Professional Plane
Preparation for business is as specific
and exact now as preparation for law,
medicine, engineering, or any of the pro
fessions. This means then that the man
or the woman who elects a business
career may begin to prepare for that
career in school instead of finding it
necessary to secure this preparation in
a more or less haphazard way in busi
ness itself.
Modem business education means that
developed ability rather than chance or
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personal relationship to some man
“higher up” is the determining factor in
a successful business career. It means
that ambitious men and women have at
hand in the schools the means both of
securing an effective entrance into busi
ness because of their study of specific
tasks and of securing that broad founda
tion in basic business principles which,
all things being equal, means eventual
advancement.
A student, for example, may be forced
to leave school before the completion of
his course. He frequently leaves with
sufficient training for some particular
duty to assure him almost immediate
employment. But it is not necessary
that his education stop. Particularly in
the larger cities he has at hand after
noon and evening courses by means of
which he can secure professional train
ing in business, training which will fit
him for a directive position in our com
plex industrial mechanism or for profes
sional work—the practice of account
ancy, for example.
Particularly is it true that women,
because of developed ability and study
of the right kind, are moving with
greater frequency each year from rou
tine work into executive and semi
executive positions.
Business and business education must
develop together. Education has done
much to supply business both with
trained workers and with embryo
executives. As new developments occur
and as new demands are made, the
schools will meet them. They will sup
ply the training that business wants.
In this great commercial era any one
who selects a business career would
seem, to be very shortsighted, indeed,
if he did not avail himself of the oppor
tunities which lie at hand to secure
training which plays such a large part
in insuring business success.
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American Institute
Library
TUDENTS and practitioners of
accountancy often seek informa
tion pertaining to technical ac
counting matters but are unable
secure information of this character in
the public libraries of the various
cities. Quite often persons seeking such
knowledge are at loss to know just where
they may find it.
In the American Institute of Ac
countants Building at 135 Cedar Street,
New York City, there is maintained, by
the American Institute, probably the
most complete accounting library in the
United States. The use of this valuable
collection of technical information is by
no means limited to the members of the
Institute. A letter pertaining to the
library, written by Secretary A. P.
Richardson, was published in a previous
issue of this magazine. From the fol
lowing quotation from the letter it will
be seen that the Institute is desirous of
extending the facilities of the library to
‘persons other than Institute members:
“Indeed it is the hope of the Institute
that the use of its facilities will not be
entirely restricted to members of the
Institute.”
The complete collection of books,
magazines, pamphlets, reports, etc.,
which is to be found in the library, pre
sents to practitioners and other persons
interested in accountancy matters, an
excellent opportunity to secure informa
tion on practically any accounting sub
ject. The references to be found are
not limited to general accountancy mat
ters, but information is available with
respect to many industries with which
the practitioners or students may have
contact.

S

Jarvis Woolverton
Mason

N able practitioner of law, an
experienced accountant, an expert
in the surety field, a faithful
public servant—such were among the
achievements of the late Jarvis Woolver
ton Mason, who died on August 5, 1924,
at Mt. Vernon, N. Y.
Mr. Mason was bom in New York
City on August 12, 1863. He received
his early education in the public schools
of New York and later attended New
York University, where he studied law.
He was admitted to the New York Bar
in 1885 and practiced law in New York
City and Westchester County until 1892.
In this year he became associated with
the American Surety Company as assis
tant to the solicitor. In time he became
manager of the credit department and,
finally, vice-president of the company.
He was serving in the latter capacity at
the time of his death.
Mr. Mason’s achievements were by
no means limited to the surety field and
to the practice of law. In 1901, when
accountancy as a profession was yet in
its infancy, he was awarded the C.P.A.
certificate of New York State. He was
active in affairs pertaining to ac
countancy until the time of his death
and rendered efficient and faithful
public service as a member of the New
York State Board of Certified Public
Accountant Examiners during the last
four years of his life.
The activities of the man were not
restricted, however, to business and
professional confines. He was an author
of miscellaneous articles on suretyship, a
captain, reserve list, in the New York
National Guard; and he belonged to the
Bar Association, the New York State
Society of Certified Public Accountants,
the National Republican Club, and the
HE traffic bureau of the Mer Mt. Vernon Country Club.
Mr. Mason is survived by a wife and
chants’ Association of Greater three
children, Alice, Mary Eunice,
New York renders a very valuable
and Jarvis W. Jr., who reside at 45
and helpful service to its members with
respect to information pertaining to Oakland Ave., Mt. Vernon.
Accountancy, a host of friends, and
shipping and transportation problems.
In a recent issue of “Greater New the public at large have sustained a
. H. BAILEY WHIPPLE, literary
great loss in the death of this able
critic of the department of pub York,” the official publication of the practitioner, this estimable citizen.
licity of the Westinghouse Electric association, a clear exposition of the
proper procedure which should be used
& Manufacturing Company, of East
Pittsburgh, Pa., is the author of a new in filing claims and tracers with trans
book, “Principles of Business Writing,” portation companies, was presented. A
published by the Westinghouse Techni complete statement was given of the
cal Night School Press. This book em necessary steps that must be taken in
T is with regret that we record the
bodies the ideas which Mr. Whipple has order to prevent financial losses which
death of A. D. Bussell, a former
might
result
from
lost
or
delayed
ship

developed in the course of his work in
student at Pace Institute, New York.
ments.
improving and directing the corres
Mr. Bussell died at his home at 708
The
traffic
bureau
is
to
be
commended
pondence of the Westinghouse Company.
Cauldwell Ave., in the Bronx, on
For the past two years the company has for the publication of such valuable August 18, 1924. He was twenty-six
information
to
shippers.
been conducting courses in correspond
years of age. Mr. Bussell was a former
ence and in business English. Under WALTER L. GILL, C.P.A. announces resident of Plainfield, N. J., where he
the direction of Mr. Whipple a course the opening of an office at 331 Madison received his early education, and was
in business composition is now being Ave., for the public practice of ac graduated from Plainfield High School
offered.
countancy.
in 1918.
Mr. Bussell was popular with his
The Westinghouse Company is only FRANK J. DUFFY, a former student
one of the many large organizations that of Pace Institute, New York, is now con fellow students and made many friends
realize fully the importance of the use of nected with the Allerton Company, during his period of study at the Insti
good English on the part of its corres New York, in the accounting depart tute, and it is with exceeding regret that
his many friends will note his death.
ment.
pondents.

Correspondence
Expert Publishes
New Book

A

to

Traffic Bureau
Renders Service

T

T

A. D. Bussell
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The Collection and the Clearance of Checks
(Continued from page 164)

The Handling of the Check
by the Payor Bank
The procedure involved in the hand
ling of the checks by the payor or
drawee banks will now be given. The
checks are received at the Clearing
House by representatives of the payor
bank, and are delivered to an employee
at the bank, known as a check clerk.
This individual has as many assistants
as may be required. In small banks,
the bookkeepers may act as his assis
tants.
Under the block system of proof,
heretofore referred to, the check clerk
divides the envelopes into blocks and
gives each assistant a block. The
assistant opens each envelope and takes
out the checks. As he removes the
checks from an envelope, he examines
each one to see if the presenting bank has
placed its bank stamp on the reverse
side. If this stamp is omitted from a
check, he attaches a returned item slip
thereto, marked “Bank Stamp Missing,”
and inserts thereon the number of the
bank from which it was received.
This accomplished, he sorts the checks
into various groups. In the smaller
banks, the checks may at this time be
sorted according to the depositors’
ledgers, but in the larger banks, where
the depositors’ ledgers are numerous,
this may be done as a separate operation.
If there are branches, in each of which a
separate bookkeeping department is
maintained, checks are sorted according
to branches. Assuming a large bank
that has one branch, the division of the
checks might be as follows: (1) main
office checks; (2) branch office checks;
(3) certified checks, or checks of deposi
tors, liability for the payment of which
has been accepted by the bank; (4) cash
iers’ checks, or those issued and signed
by the bank’s officers; (5) foreign deposi
tors’ checks, which are handled by the
foreign bookkeeping department; and
(6) miscellaneous items, such as checks
being returned for bank stamp.
Checks drawn on out-of-town banks
that are not members of a Federal
Reserve Bank must be collected through
banks with which the New York bank
has affiliations, located near the banks
on which the checks are drawn. The
banks making the collections are known
as correspondents.

The checks are sorted into a rack,
containing a compartment for each of
the bank’s correspondents throughout
the country. For example, a check
drawn on a Chicago bank not a member
of the Federal Reserve Bank of Chicago
would be sorted into the compartment
of a correspondent bank in that city.
The checks are then listed in dupli
cate on forms known as collection letters.
With the exception that they are ad

dressed to correspondent banks instead
of to Federal Reserve Banks, these
letters are practically the same as those
used for Federal Reserve Bank items.
The checks are endorsed and are sent
out each night by mail with the original
letters. The duplicate letters are re
tained, and are referred to when remit
tances are made by the correspondent
banks. The correspondent banks col
lect the amounts of the checks from the
payor banks and either remit their own
checks, usually drawn on New York
banks, or place the amounts to the credit
of the payee bank.
Instructions are given the corres
pondent banks as to the protesting and
the returning of dishonored paper. It
is usual to have the correspondents wire
immediately the non-payment of checks
of five hundred dollars and over.

At the time the checks are sent out
entry is made as follows:

DUE FROM TRUST
COMPANIES,
BANKS & BANKERS 500.00
To MAIL TELLER’S
DEPARTMENTACCOUNT A...........
For out-of-town items sent
to correspondent
banks for collection.

500.00

When remittance is received, entry is.
made as follows:
TRANSIT DEPART
MENT COLLEC
TIONS........................ 500.00
To DUE FROM
TRUST COMPAN
IES, BANKS &
BANKERS.................
For remittances from cor
respondent banks.

500.00

The collections are turned over to the
Mail Teller’s Department, and entry is
made as follows:

MAIL TELLER’S DE
PARTMENT — AC
COUNT A.................. 500.00
To TRANSIT DE
PARTMENT COL
LECTIONS ...............
For collections turned over
to the Mail Teller’s
Department by Tran
sit Department.

500.00

When the collections reach the Mail
Teller’s Department, an appropriate ac
count is debited and the Transit De
partment account is credited. Thus, if
the remittance received from the debtor
bank is in the form of a check drawn
on a bank which is a member of the
New York Clearing House, the entry
would be as follows:

EXCHANGES.................. 500.00
To TRANSIT DE
PARTMENT.............
500.00
For remittance received
from Transit Depart
ment, to be put
through
Clearing
House.

City Collection Items
City collection items are checks,
drawn on banks and bankers located
within the city, which do not clear
through the Clearing House or the Fed
eral Reserve Bank. These checks are
charged by the mail teller’s department
to the city collection department.
The City Collection Department of
the Clearing House was organized for
the purpose of collecting for its members
checks drawn on certain non-clearing
banks and bankers specified from time
to time. These checks are grouped by
the payor bank according to the banks
and bankers on which drawn. They
are endorsed with a bank stamp, which
specifies that payment has been received
by the payee bank through the City
Collection Department of the Clearing
House on a certain date, and that it
guarantees all prior endorsements. They
are enclosed in envelopes addressed to
the banks and bankers on which drawn,
and the total amount of the checks
contained in each envelope is shown on
the envelope. A recapitulation is made
of the totals of the envelopes on forms
known as deposit letters. These forms
are arranged in such a manner so as to
facilitate the work of the Clearing
House.
The envelopes containing the checks
and the deposit letters are sent to the
City Collection Department of the Clear
ing House before ten o’clock each morn
ing. The Clearing House issues a due
bill or receipt therefor. This due bill is
charged by the payor bank against the
Exchanges account through the ex
changes of the following morning.
Clearing House messengers deliver the
envelopes to the various banks and
bankers to whom they are addressed.
These banks and bankers make pay
ment to the Clearing House by means of
checks drawn on members of the Clear
ing House Association. These checks
are put through the exchanges of
the following morning, and as they are
charges to be made by the Clearing
House against the banks on which they
are drawn, they serve as an offset to the
due bills which have been issued to the
payee banks by the Clearing House.
Checks drawn on banks and bankers,
collection of which cannot be made
through the City Collection Department
of the Clearing House, must be presented
by the payee bank’s own messenger.
The entry, the amount of which
reconciles with the amount charged
against the City Collections Depart
ment in the first entry, is as follows:
DUE FROM TRUST COM
PANIES, BANKS fls
BANKERS...................... 1,000.00
TO MAIL TELLER’S
DEPARTMENT—AC
COUNT B.......................
1,000.00
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For items drawn on New York
City banks which do not
clear through either the
Clearing House or the
Federal Reserve Bank,
and which are sent to the
City Collection Depart
ment of the Clearing
House for collection, or
which are collected by the
bank’s messengers.

On receipt of the Clearing House due
bill or the check from the payor bank,
entry is made as follows:
COLLECTIONS, CITY
COLLECTIONS DE
PARTMENT................... 1,000.00
To DUE FROM TRUST
COMPANIES, BANKS
& BANKERS................
1,000.00
For settlement of items sent
to City Collection De
partment by means of a
due bill which is charged
against the Clearing
House in the exchanges
of the following morning
and for collections made
by the bank’s messengers.

The collections are turned over to the
Mail Teller’s Department, and entry is
passed as follows:
MAIL TELLER’S DEPART
MENT—ACCOUNT B. 1,000.00
To COLLECTIONS,
CITY COLLECTIONS
DEPARTMENT............
1,000.00
For collections made by City
Collections Department
and turned over to the
Mail Teller’s Depart
ment.

When the items are received in the
Mail Teller’s Department, an appro
priate account is debited, and City Col
lections Department account is credited.
Thus, if all the items are Clearing
House items, the entry would be as fol
lows:
EXCHANGES........................ 1,000.00
To CITY COLLEC
TIONS DEPARTMENT
1,000.00
For collections made by City
Collections Department
and turned over to the
Mail Teller’s Depart
ment.

Home Debits and Deposit Tickets
Home debits are checks drawn on
the bank in which deposited. They are
sent, with the deposit tickets, to the
bookkeeping department. Here, assis
tants of the check clerk list each block
of checks, and each block of deposit
tickets, and reconcile the totals with the
mail teller’s listings. The items are
then posted to the accounts in the deposi
tors’ ledgers.
The following general journal entry
is made for the home debits:
DEPOSITORS’ CONTROL
ACCOUNT...................... 1,000.00
To MAIL TELLER’S
DEPARTMENT — AC
COUNT C.......................
1,000.00
For home debits received from
the mail teller’s depart
ment.

The following entry is made for the
deposit tickets:
MAIL TELLER’S DE
PARTMENT-AC
COUNT C.....................10,000.00
To DEPOSITORS’ CON
TROL ACCOUNT........
10,000.00
For deposits received from
the mail teller’s depart
ment.

Entry is then made to write off the
inter-department account as follows:
BOOKKEEPING DEPART
MENT.............................. 9,000.00
To MAIL TELLER’S DE
PARTMENT-AC
COUNT C......................
9,000.00
To write off balances repre
senting items completed
by posting to depositors’
ledger as follows:
Deposits......... $10,000.00
Checks............ 1,000.00
$ 9,000.00

The various groups of checks in the
block are listed, and a recapitulation is
made of the totals. The total thus
arrived at must agree with a summary
of the amounts shown on the envelopes
in the block.
The block having been proved, the
assistant turns it back to the check clerk,
who records the totals of each group of
checks, as shown by the recapitulation,
on a control sheet. All but the checks
of the main office depositors, are routed
to their proper departments. The main
office depositors’ checks are sorted into
a rack which contains a compartment
for each depositors’ ledger. After all
the checks are thus sorted, they are
removed from the rack, and turned over
to the bookkeepers.
Each bookkeeper is aided by an assist
ant. They arrange in alphabetical order
the checks received. The assistant then
lists the checks on a debit sheet. This
listing is duplicated by an assistant of
the check clerk, and the totals of the
two listings are reconciled. The debit
sheets are turned over temporarily to
the check clerk, who makes a recapitu
lation thereof. This recapitulation must
agree with the total of main office de
positors’ checks, as shown by the check
clerk’s block control sheet, previously
referred to. If a difference is shown,
the debit sheets must be checked back
until it is found.
The bookkeeper posts the check on
the ledger account of the drawer or
maker.
The bookkeeper’s assistant
posts the check in the same manner to
a statement of account of the maker.
This statement is practically a duplicate
of the ledger sheet. The statements are
kept posted up to date, this serves as
a check against the ledger sheets. At
least once a day, or more often, they are
compared with the ledger sheets.
A proof of the ledger is usually taken
each day and is reconciled with its
control account in the general ledger.
This control account is debited each day
with the total debits shown by the assist
ant bookkeeper’s debit sheet, and is
credited with the total credits shown by
the credit sheet.
After completing the posting of the
checks, the bookkeeper examines each
one to see that it is properly endorsed
and dated, that there is no stop pay
ment order against it, and that the
written amount corresponds with the
figures. A signature clerk compares the
signatures with the specimen signatures
on file. A returned item slip is attached
to a check which is irregular in any
respect, and it is returned to the pre
senting bank. The nature of this irre

gularity is indicated on the return item
slip. The checks which are paid are
cancelled by means of a perforating
machine.
The checks are then filed in a steel
cabinet until the end of the month. At
this time, they are taken out of the
cabinet, are compared with the state
ment, and are enclosed therewith in an
envelope addressed to the depositor.

Return Items
Return items are checks returned to
the payee banks because of non-pay
ment. Some of the reasons for non
payment are insufficient funds, drawn
against uncollected funds, payment
stopped, signature missing, signature
unknown, date and endorsement missing.
Checks received through the exchanges
at the Clearing House, if not paid, must
be returned to the payee bank by three
o’clock the same day. There are two
ways of returning such checks—by
messenger and through the afternoon
clearings held at the Clearing House each
day except Saturday. On Saturday, all
checks must be returned by messenger.
All items of one thousand dollars or
less, except sent-wrong items, may be
returned through the afternoon clearings.
Items that are over one thousand dollars
must be returned to the payee bank by
messenger. Also, checks that have
been received in error must be returned
by messenger. As already mentioned,
fines are collected for such items.
The handling of the return items by
the payor bank will be considered first.
A return item slip is attached to each
check, giving thereon the reason for
non-payment and the number of the
bank to which returned. If the check
has been charged to the ledger sheet of
the drawer, the return of the check is
noted thereon, and the account is
credited.
The items are then listed in a Return
Item Book, which is ruled to show the
name of the drawer, the bank to which
returned, the reason, and the amount.
Two columns are used for the amounts,
one for checks returned through the
Clearing House, and the other for checks
returned by messenger.
Next, the items to be returned through
the Clearing House are sorted according
to the numbers of the payee banks.
They are enclosed in envelopes addressed
to the payee banks, and the amounts
are listed on the outside of the envelopes.
Care must be taken to see that the
checks are enclosed in the proper en
velopes, as fines are imposed for items
returned to the wrong bank. These
fines are collected by the bank to which
the checks are erroneously returned. A
recapitulation of the totals of the
envelopes must agree with the total
amount of such items, as shown by the
Return Item Book.
The envelopes are listed in duplicate
on the Settling Clerk’s Statement, pre
viously referred to. The bank’s repre
sentatives take them to the Clearing
House before three o’clock. The clear
ings commence at three o’clock and pro
ceed in the same manner as the morning
clearings. If the amount brought ex
ceeds the amount received, the settling
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clerk makes out a credit ticket, and if
the amount received exceeds the amount
brought, he makes out a debit ticket for
the excess amount. After the proof of
the clearings has been completed, if the
settling clerk turned in a credit ticket,
it is returned to him and is charged
against the Clearing House through the
clearings of the following morning. If
he turned in a debit ticket, it is retained
by the Clearing House and charged
against the bank, through the clearings
of the following morning.
As to the checks returned by mes
senger, a check known as a redemption
check is received therefor. These checks
are charged against the banks issuing
them, through the clearings of the
following morning.
Banks which clear through the Federal
Reserve Bank return unpaid items to
that institution, and receive credit
therefor.
Return items by the payee bank are
received in three ways; by messenger,
through the Clearing House, and from
the Federal Reserve Bank.
With certain exceptions, the payee
bank charges all returned items against
the account of the depositor, and sends
him the items by registered mail. In
some instances, however, upon advice of
the depositor, the bank will put the
check through for collection a second
time. Checks returned for endorsement
or bank stamp are usually stamped by
the bank and put through again, without
charging them back to the depositor.
These checks must be paid by the bank
on which drawn, when presented in
proper order.

elucidation of the principles and details
of the proposed plan resulted in favorable
comment by the members of the com
mission and, eventually, in a recom
mendation of the plan to Mayor Jackson.
Mayor Jackson, of Baltimore, com
menting in The Baltimore Sun on the
work of Mr. Cason and Mr. Kines said:
“Mr. Cason and Mr. Kines have been
employed in this work for several
months. Not a feature has been over
looked. They should receive the thanks
of the entire community.
“I am delighted with the results and
believe the adoption of the recommen
dations would mean a great saving to
taxpayers and would expedite the
operation of accounting at City Hall.”
Among the others who commented on
the superior quality of the work of Mr.
Cason and Mr. Kines was W. J. Casey,
vice-president of the Continental Trust
Company, Baltimore, and vice-chairman
of the commission before which the plan
was presented. Mr. Casey said that
the installation of the system and the
establishment of the bureau would
mean a considerable reduction in the
present tax rate in the city of Baltimore.

Book Review of
“Interest As a Cost”
by Scovell

October
earnings would be nullified if proper
consideration and publicity were given to
the interest return and the real profit
return on the investment actually in
use.”
Mr. Scovell devotes a chapter of his
book to the attitude of the courts in
which he tries to sustain his assertion
that the decisions of the highest courts
are on the side of the principle that
interest on investment is a cost for the
use of capital, entirely apart from profit.
The volume is the result of a great
deal of painstaking labor, and the author
has brought together a large amount of
information pro and con. The book
will be a pleasure to those who will read
it carefully and weigh the material it
contains.

Attorney - General
Says Bar Standards
Are Lowered
ATORNEY - GENERAL Harlan
T
F. Stone, addressing the annual
convention of the American Bar
Association, recently deplored the fact
that the standards for entrance to the
bar have become appreciably lowered.
In the course of his address Mr. Stone
said:
“For fully a generation we have pro
gressively lowered the tone and stand
ards of the bar through the increasing
numbers of those entering the legal
profession who are without the adequate
technical training and experience and
without the background of liberal
education, experience and associations
which make for moral responsibility.
“The most important step for the
improvement of the law on its adminis
trative side is by improvement in the
training, character, and morale of those
to whom its administration is primarily
committed, by convincing ourselves and
the public that our profession ought to
be and must be in a real sense a learned
profession.”
The foregoing is of especial interest to
New York accountants who were in
strumental in having restrictive C.P.A.
legislation passed by the legislature of
New York last winter for the general
purpose of improving the conditions of
practice. The legislation, it will be
recalled, was vetoed by the Governor.

NTEREST as a Cost, by Clinton H.
Scovell, A.M., 254 pp. Cloth. The
Ronald Press Company, New York.
Should interest on investment be
included in cost—a mooted question.
The modern school of economists as
serts it; accountants as a rule negate it.
The author in an interesting and lucid
way sets forth every known argument
for and against the inclusion of interest
ACE students are everywhere en on investment as cost.
gaged in many different pursuits
Mr. Scovell is an ardent advocate of
which pertain to the field of Ac the charging of interest as a cost. His
countancy. Mercantile, industrial, elee

arguments
are sometimes quite in
mosynary, and municipal organizations genious and at other times somewhat far
daily make call for their services. fetched. In support of his views Mr.
Recently, newspaper reports in Balti Scovell states:
more have brought to light the results
“Accounting for interest on invest
of the constructive work of J. Irving
Cason, a student at Pace Institute, ment certainly is of importance from a
social and political point of view, for
Washington.
the most of the class attacks against
Mr. Cason, who is employed in the corporations on the ground of excessive
revenue accounting department of the
Chesapeake and Potomac Telephone
Company, of Washington, D. C., and
John G. Kines, of the Gas and Electric
California C.P.A. Examinations
Company in the city of Baltimore, re
MONG
the
successful candidates who sat in the C.P.A. examina
cently submitted a plan for the estab
tions in California in February, 1924, were several former students
lishment of a bureau of receipts and of a
of the San Francisco Institute of Accountancy, conducting Pace
new system of billing and collections for
Courses. The high character of professional instruction given by the
the city of Baltimore.
faculty of this well-known school is thus evidenced in the most definite
The plans for the establishment of the
manner.
system, which were prepared after an
The names of these successful candidates are as follows:
intensive study by Mr. Cason and Mr.
Kines of the systems used in Philadel
Alexy, E. S.
Clayton O. F.
phia, Washington, Chicago, and Wil
Anderson, B. M.
Ewing, H. W., Jr.
mington, were presented to Mayor
Brethauer, J. D.
Henley, R. F.
Jackson’s Commission on Efficiency and
Buttimer, H. R.
Jacobus J. J.
Economy by Mr. Cason and Mr. Kines
Chase C. D.
Kasch, G. J.
personally. The clear explanation and
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J. Irving Cason
Contributes to
Municipal Accounting
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